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CHECKLISTS AND ILLUSTRATIVE FINANCIAL STATEMENTS
FOR COLLEGES AND UNIVERSITIES
The intent of these checklists and illustrative financial state­
ments is to assist the independent auditor in reporting on 
financial statements of colleges and universities. The checklists 
are not designed to be applied to the financial statements of 
governmental colleges and universities.
The checklists and illustrative financial statements included in 
this section have been developed by the staff of the Technical 
Information Division of the AICPA as nonauthoritative technical 
practice aids. Readers should be aware of the following:
• The checklists and illustrative financial statements are 
"tools" and in no way represent official positions or 
pronouncements of the AICPA.
• The checklists and illustrative financial statements have
been updated through the May 1, 1993 edition of the AICPA
Industry Audit Guide, Audits of Colleges and Universities 
(updated for conforming changes only), SAS No. 72, and AICPA 
Statement of Position No. 93-5. The Financial Statements and 
Notes checklist excludes references to:
Disclosures that have evolved as a matter of practice or 
from guidance contained in nonauthoritative sources.
Disclosures that are not unique to colleges and uni­
versities (for example, pension plans, postretirement 
benefits other than pensions, postemployment benefits, 
lease commitments, off-balance-sheet risks, concentrations 
of credit risk, the fair value of financial instruments, 
capitalization of interest, long-term debt, extinguishment 
of debt, subsequent events, related-party transactions).
• The checklists and illustrative financial statements should 
be modified, as appropriate, for subsequent pronouncements. 
In determining the applicability of a pronouncement, its 
effective date should also be considered.
• The checklists and illustrative financial statements should 
be used by or under the supervision of persons having ade­
quate technical training and proficiency in the application 
of generally accepted accounting principles and generally ac­
cepted auditing standards.
• The checklists and illustrative financial statements do not 
represent minimum requirements and do not purport to be all- 
inclusive. The referenced standards should be reviewed if 
clarification is desired as to whether the disclosure indi­
iii
cated is required or suggested, and to what extent the dis­
closure is relevant to the statements in question.
Users of these checklists and illustrative financial statements are 
urged to refer directly to applicable authoritative pronouncements 
when appropriate. If you have further questions, call the AICPA 
Technical Hotline (see back cover).
Susan L. Menelaides 
Director
Technical Information
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INTRODUCTION
Not-for-profit colleges and universities (including community and 
junior colleges) are unique institutions. Service, rather than 
profits, is the objective of an educational institution. As such, 
the primary purpose of accounting and reporting is to account for 
resources received and used rather than for the determination of 
net income. Often, there is no relationship between the fees 
charged and the actual expenditures for program services. Philan­
thropic sources may specify the particular program, service or fund 
to which their contributions are to be applied. Also, nonexpend­
able gifts generally must be maintained to produce income to be 
used for general or specific programs. Some nonexpendable re­
sources are restricted as to use. Over a period of time, the prin­
ciples and practices of fund accounting were developed to properly 
account for a diversity of resources and their use.
Many not-for-profit colleges and universities rely heavily on debt 
financing to augment traditional sources for their capital needs. 
Consequently, there is a greater need for accountability to 
creditors. Further, educational institutions often seek donor 
contributions, which creates an additional need for financial 
information.
Literature dealing with financial accounting and reporting by 
colleges and universities dates as far back as 1911. With the 
coordination and cooperation of representatives of the National 
Association of College and University Business Officers (NACUBO), 
a manual entitled College and University Business Administration 
(the Manual) was developed.
In 1973, the AICPA published Audits of Colleges and Universities, 
which derived much of its theoretical content from the Manual. In 
1974, the Accounting Standards Division of the AICPA issued SOP 
74-8, Financial Accounting and Reporting by Colleges and 
Universities. The purpose of the SOP was to bring to 
practitioners' attention amendments to the Guide recommended by the 
AICPA Accounting Standards Task Force on Colleges and Universities.
In 1990, NACUBO, in association with KPMG Peat Marwick, replaced 
Part 5 of the Manual with a new publication entitled Financial 
Accounting and Reporting Manual for Higher Education.
Financial statements of educational institutions generally include 
a balance sheet, a statement of changes in fund balances, and a 
statement of current funds revenues, expenditures, and other
1
changes.1 The basic financial statements may be accompanied by 
supplemental schedules that present additional facts related to the 
basic financial statements, statistical data, or other information.
The balance sheet may be presented with funds arranged sequentially 
in vertical order or in columnar form with a column for each major 
fund group.
The statement of changes in fund balances sets forth essentially 
the same information as a statement of changes in financial 
position. Changes in fund balances may be presented in a columnar 
fashion in a single statement or in separate statements for each 
major fund group. Significant resources or expenditures (such as 
financing activities and investments in plant) that are not 
included in the statement of changes in fund balances may be 
separately disclosed in a note or elsewhere in the financial 
statements.
The statement of current funds revenues, expenditures, and other 
changes is a statement unique to educational and similar insti­
tutions. It does not purport to present the results of operations 
or the net income or loss for the period as would a statement of 
income or a statement of revenues and expenses. Variations in 
format and presentation may be desirable in certain instances.
For adequate disclosure, all separately incorporated but related 
units for which the reporting institution is fiscally responsible 
(such as university presses, intercollegiate athletics, and 
research foundations) should be (1) included in the financial 
statements, (2) adequately disclosed by notes, or (3) presented in 
separate financial statements accompanied by and cross-referenced 
in the basic financial statements of the institution.
1In June, 1993, the FASB issued Statement of Financial 
Accounting Standards (SFAS) No. 117, Financial Statements of Not- 
for-Profit Organizations, which requires that all not-for-profit 
organizations present a statement of financial position, a 
statement of activities, and a statement of cash flows. The 
Statement is effective for annual financial statements issued for 
fiscal years beginning after December 15, 1994, except for 
organizations with less than $5 million in total assets and less 
than $1 million in annual expenses. For those organizations, the 
Statement is effective for fiscal years beginning after December 
15, 1995. Earlier application is encouraged.
Until the new standard is adopted, the statement of cash flows is 
optional for colleges and universities. Colleges and universities 
do not present a statement of changes in financial position because 
the statement of changes in fund balances includes most of the same 
information.
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Checklists General
Many auditors and accountants find it helpful to use checklists as 
practice aids in the preparation of financial statements and 
reports. Some firms have developed their own checklists for 
internal use, and may also have specialized checklists to meet the 
needs of their practices, such as checklists for clients in par­
ticular industries or clients that report to the SEC. Some state 
CPA societies have developed checklists as practice aids which may 
be available to other practitioners as well as to their own mem­
bers. Some commercial publishers also include checklists in 
certain of their publications.
Checklists typically consist of a number of brief questions that 
are accompanied by references to the appropriate, existing 
authoritative literature. The extent of detail included in 
checklists varies with the judgment of the preparers on how 
extensively to refer to and highlight authoritative literature 
without developing a checklist that is too long and unwieldy. 
Accordingly, checklists may serve as convenient memory aids, but 
cannot be used as a substitute for direct reference to the author­
itative literature.
Checklists usually provide for checking off or initialling each 
question or point to show that it has been considered. The format 
used in these sections is a typical one; it provides for "yes," 
"no," and "not applicable" answers and presumes that remarks would 
be prepared on separate cross-referenced memorandums. Some pre­
parers, however, prefer to include space for remarks in the body of 
the checklist while others prefer alternative checklist formats. 
For example, a checklist format may provide for the following set 
of answers: "not applicable," "not material," "in statements" and 
"in note" (with provisions for indicating a cross-reference to the 
specific statement caption or note). Another format may provide 
for only two answers, "disclosed" and "not applicable." Firms and 
practitioners who develop their own checklists should adopt formats 
that suit their needs and preferences.
Checklists generally are accompanied by caveats that include all of 
the following points:
• Use of the checklists requires the exercise of 
individual professional judgment and may 
likely require some modification based on the 
circumstances of individual engagements.
• The checklists are not all inclusive and are 
not intended to present minimum requirements.
• Users need to modify the checklists for any 
pronouncements issued subsequent to those men­
tioned in the checklist.
3
• If widespread circulation of the checklists is 
expected, the preparers also generally stress 
the non-authoritative or unofficial status of 
the checklists and disclaim responsibility for 
the way they may be used.
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Checklist for Financial Statements and Notes of Colleges and Uni­
versities
This checklist has been developed by the staff of the Technical 
Information Division of the AICPA as a nonauthoritative practice 
aid. Accordingly, the notice on page iii is incorporated herein by 
reference.
Explanation of References
SFAS = FASB Statement of Financial Accounting Stan­
dards
AUG-COL = AICPA Industry Audit Guide, Audits of Colleges and 
Universities (With Conforming Changes As of May 1, 
1993)
SOP = AICPA Statement of Position
APP. A (SOP 74-8) = Appendix A of AUG-COL contains SOP 74-8, Financial 
Accounting and Reporting by Colleges and
Universities
looseleaf = AICPA Audit and Accounting Guides looseleaf 
service
pbk = paperback edition of AUG-COL
CHECKLIST QUESTIONNAIRE
Yes No N/A
I. GENERAL
A. Financial Statements
1. Does the institution present a:
a. Balance sheet? ___  ___  ___
b. Statement of changes in fund bal­
ances? ___  ___  ___
c. Statement of current funds revenues,
expenditures, and other changes? ___  ___  ___
[AUG-COL, pars. 2.07 and 11.01]
2 . Has the institution considered presenting 
the optional supplemental schedules 
listed in AUG-COL, par. 11.10? ___  ___  ___
5
Yes No N/A
B. General Presentation and Disclosure
1. Do the net increases/decreases report­
ed on the statement of current funds 
revenues, expenditures, and other 
changes equal the amounts reported as 
net changes in unrestricted and re­
stricted current funds in the state­
ment of changes in fund balances? 
[AUG-COL, par. 11.03]
2. Are the permissible variations in 
financial statement presentation for­
mat considered?
[AUG-COL, pars. 11.05-11.09]
3. For reporting purposes, are similar 
funds combined into fund groups? 
[AUG-COL, par. 2.03]
II. UNRESTRICTED CURRENT FUNDS (BALANCE SHEET)
A. Gifts, Bequests, and Grants
1. Are any unrecorded pledges of gifts 
(including uncollected subscriptions, 
subscription notes, and estate notes) 
disclosed in the footnotes?1
a. If yes, are the gross amounts by 
time periods over which the 
pledges are to be collected dis­
closed?
b. Are any restrictions as to use 
disclosed?
[AUG-COL, par. 2.12]
1 In June, 1993, the FASB issued SFAS No. 116, Accounting for 
Contributions Received and Contributions Made, which, when adopted, 
will affect the accounting and disclosure of pledges. The State­
ment is effective for financial statements issued for fiscal years 
beginning after December 15, 1994 except for organizations with 
less than $5 million in total assets and less than $1 million in 
annual expenses. For those organizations, the Statement is ef­
fective for fiscal years beginning after December 15, 1995. 
Earlier application is encouraged.
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Yes No N/A
2. Are unfunded grant awards for which 
the institution has not yet performed 
services not recorded, and the amount 
of such uncollected grant awards at 
the balance sheet date considered for 
disclosure?
[AUG-COL, par. 2.14]
B. Investments Exclusive of Physical Plant
1. Are investments in wasting assets re­
ported net of an allowance for depre­
ciation or depletion?
[AUG-COL, par. 2.15]
2. Are interfund sales of investments re­
corded in the purchasing fund at fair 
market value?
a. Is the difference between cost or 
carrying value and fair market 
value accounted for in the selling 
fund in the same manner as real­
ized gains and losses?
[AUG-COL, par. 2.17]
3. Is the total performance yield and 
gains/losses of the investment port­
folio (based on cost and market value) 
disclosed?
[AUG-COL, par. 2.17]
C. Interfund Borrowings
1. Are temporary interfund borrowings (usual­
ly up to one year) reported as assets 
of the fund group making the advances 
and as liabilities of the fund group 
receiving the advances?
[AUG-COL, par. 2.24]
2 . Are advances from unrestricted current 
funds or quasi-endowment funds to 
other fund groups recorded as perma­
nent transfers (unless there is an 
expectation of repayment within a rea­
sonable period of time)?
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Yes No N/A
a. Are the terms of borrowings and 
repayments disclosed?
[AUG-COL, par. 2.25]
3. If one bank account is maintained for 
more than one fund, is the cash bal­
ance split among the funds in the 
financial statements?
a. If a fund has an overdraft, is an 
interfund borrowing shown?
[AUG-COL, par. 2.25]
D. Encumbrances
1. Are encumbrances representing out­
standing purchase orders and other 
commitments for materials and services 
not yet received excluded from expen­
ditures and liabilities?
a. Are designations or allocations of 
fund balances made or disclosures 
provided when such commitments are 
material?
[AUG-COL, par. 2.10]
E. Funds Held in Trust by Others
1. Are funds held in trust by others ex­
cluded from other funds administered 
by the institution if such funds are 
neither in the possession nor control 
of the institution?
a. Are these funds shown parentheti­
cally in the endowment and similar 
funds group or in the notes?
b. If the institution has a legally 
enforceable right or claim to such 
funds (including those as to in­
come) , are the funds reported as 
assets and properly described?
[AUG-COL, par. 2.26]
2. If the funds are established under an 
irrevocable trust (with no discretion­
ary power resting with the trustees as 
to distribution of income), is the in-
8
Yes
come included as endowment income with 
notation of the amount or separately
stated? ___
[AUG-COL, par. 2.27]
3. If the funds were established under 
revocable trusts, or if the trustees 
have discretionary power as to distri­
bution of income, are the discretion­
ary amounts of income reported as
gifts? ___
[AUG-COL, par. 2.27]
F. Institutions Operated by Religious Groups
1. Is the institution accounted for sepa­
rately from the sponsoring religious
group? ___
[AUG-COL, par. 2.28]
2. Are facilities that are made available 
to the institution disclosed with any
related indebtedness? ___
[AUG-COL, par. 2.28]
3. Is the value of services contributed
by the religious group reported? ___
a. Is the gross value of the services
recorded as expenditures by de­
partment or division and a like 
amount recorded as gift revenue? ___
b. Is the gift revenue reduced by the 
volunteers ' maintenance, living 
costs, and personal expenses in­
curred that have no counterpart in
a lay employee relationship? ___
[AUG-COL, par. 2.29]
4. If the institution elects to report 
the relative value of contributed ser­
vices by comparison with the average 
return on endowment fund investment:
a. Is this information limited to the
notes to the financial statements? ___
9
No N/A
Yes No N/A
b. Is the imputed capitalized value 
of such contributions excluded 
from the balance sheet? ___
[AUG-COL, par. 2.31]
G. Fund Balances
1. Are significant allocations of unre­
stricted current fund balances disclosed? ___
[AUG-COL, APP. A (SOP 74-8), p. 63,090 
(looseleaf) and p. 52 (pbk)]
2. Is a clear distinction between the
balances of funds that are externally 
restricted and internally designated 
maintained and disclosed in the finan­
cial statements? ___
[AUG-COL, pars. 2.08 and 4.01 and APP.
A (SOP 74-8), p. 63,089 (looseleaf) 
and p. 51 (pbk)]
3. If endowment fund investments are 
pooled and if the institution main­
tains an endowment income stabiliza­
tion reserve, is the unrestricted 
investment income set aside for the 
reserve reported on the balance sheet 
as an allocation of the unrestricted
current funds balance? ___
[AUG-COL, APP. A (SOP 74-8), p. 63,094 
(looseleaf) and p. 56 (pbk)]
4. Are the components of unrestricted 
current fund balances (auxiliary 
enterprises, reserve for encumbrances, 
allocations, etc.) disclosed either in 
the balance sheet or in the statement
of changes in fund balances? ___
[AUG-COL, par. 3.08]
III. RESTRICTED CURRENT FUNDS (BALANCE SHEET)
A. If the individual assets and liabilities
(but not the fund balances) of unrestrict­
ed and restricted current funds are com­
bined for reporting purposes, are borrow­
ings between unrestricted and restricted
10
Yes No N/A
funds disclosed by footnote or other ap­
propriate means? ___
[AUG-COL, APP. A (SOP 74-8), p. 63,090 
(looseleaf) and p. 52 (pbk)]
1. In all cases, are the restricted 
current fund balances disclosed 
separately in the financial statements
and appropriately classified? ___
[AUG-COL, par. 4.02]
B. Do additions to restricted current funds 
include:
1. Restricted gifts for specific operat­
ing purposes? ___
2. Restricted endowment income earned or
distributed? ___
3. Contracts, grants, and appropriations
received from private organizations or 
governments for research, public ser­
vice, or other restricted purposes? ___
4. Income and gains from investments of
current restricted funds? ___
5. Consideration of further breakdowns to
show amounts, if any, restricted to 
auxiliary enterprises, hospitals, and 
independent operations, if such activ­
ities are the beneficiaries of re­
stricted current funds? ___
[AUG-COL, par. 4.07 and APP. A (SOP 74-8), 
p. 63,090 (looseleaf) and p. 52 (pbk)]
C. Do charges to restricted fund balances in­
clude :
1. Direct expenditures and mandatory
transfers? ___
2. Refunds to donors and other external
agencies? ___
3. Losses on investments of current re­
stricted funds? ___
4. Nonmandatory transfers? ___
11
Yes No N/A
5. Transfers to unrestricted revenues 
representing indirect cost recoveries 
on appropriate programs?
[AUG-COL, par. 4.07 and APP. A (SOP 74-8), 
p. 63,090 (looseleaf) and p. 52 (pbk)]
D. If endowment fund investments are pooled 
and if the institution maintains an endow­
ment income stabilization reserve, is the 
restricted investment income set aside for 
the reserve reported on the balance sheet 
as an addition to the fund balances of the 
restricted current funds?
[AUG-COL, APP. A (SOP 74-8), pp. 63,094-
63,095 (looseleaf) and pp. 56-57 (pbk)]
IV. CURRENT FUNDS REVENUES
A. General
1. Do current funds revenues include:
(a) All unrestricted gifts, grants, 
and other resources earned during 
the reporting period?
(b) Restricted resources to the extent 
such funds were expended?
(c) Certain intra-institutional trans­
actions (i.e., the billed price of 
materials or services produced by 
one department for another)?
[AUG-COL, APP. A (SOP 74-8), pp. 
63,090-63,091 (looseleaf) and pp. 52- 
53 (pbk)]
2 . Do current funds revenues exclude:
(a) Restricted current funds received 
but not expended?
(b) Resources restricted by external 
persons or agencies to other than 
current funds?
(c) Service department revenues re­
sulting from interdepartmental 
transactions that are essentially
12
Yes No N/A
interdepartmental transfers of 
costs?
[AUG-COL, APP. A (SOP 74-8), pp. 
63,090-63,091 (looseleaf) and pp. 52- 
53 (pbk)]
3. If the institution presents a columnar 
statement of current funds revenues, 
expenditures, and other changes:
(a) Are unrestricted and restricted 
revenues segregated?
(b) Is an amount equivalent to re­
stricted expenditures reported as 
restricted revenues?
[AUG-COL, par. 4.08]
4. If the institution does not dis­
tinguish restricted from unrestricted 
sources of revenue in the statement of 
current funds revenues, expenditures, 
and other changes, are the major 
sources of restricted revenues 
disclosed?
[AUG-COL, par. 4.08]
5. Are unrestricted and restricted 
current funds revenues grouped into 
the following major classifications by 
source of funds:
(a) Tuition and fees?
(b) Federal appropriations?
(c) State appropriations?
(d) Local appropriations?
(e) Federal grants and contracts?
(f) State grants and contracts?
(g) Local grants and contracts?
(h) Private gifts, grants, and con­
tracts?
(i) Endowment income?
13
Yes
(j) Sales and services of educational 
activities?
(k) Sales and services of auxiliary- 
enterprises?
(l) Sales and services of hospitals?
(m) Other sources?
(n) Independent operations?
[AUG-COL, APP. A (SOP 74-8), p. 63,091 
(looseleaf) and p. 53 (pbk)]
B. Tuition and Fees
1. Are tuition and fees assessed against 
students for educational purposes 
reported net of refunds?
2. Are tuition and fee remissions or ex­
emptions assessed and reported as rev­
enue even if there is no intention of 
collecting from the student?
3. Are revenues from fees on which there 
are binding external restrictions 
(such as for debt service or plant 
expansion) excluded from student tui­
tion and fees?
4. Are charges for room, board, and other 
services excluded from student tuition 
and fees?
(1) If an all-inclusive charge is 
made for tuition, room, board and 
other services, is a reasonable 
allocation made between revenues 
from tuition and from sales and 
services of auxiliary enter­
prises?
5. Are tuition and student fee revenues 
that encompass two fiscal years (e.g., 
a summer session) reported totally 
within the fiscal year in which the 
program is predominantly conducted?
14
No N/A
Yes No N/A
6. If some portion of total tuition or
fee receipts is pledged under bond 
indenture agreements, are total 
receipts reported as unrestricted 
current funds revenues and the pledged 
amount reported as a mandatory- 
transfer to plant funds? ___
7. If some portion of tuition or fees is
allocated by action of the governing 
board, or subject to change by the 
governing board alone, for other than 
operating purposes (such as financing 
construction), are all tuition charges 
or fees reported as unrestricted 
current funds revenues and the portion 
allocated reported as a nonmandatory 
transfer to the appropriate fund group 
(e.g., plant funds)? ___
8. Are revenues pledged under bond in­
denture agreements reported as 
unrestricted current funds revenues 
and the funding of debt service re­
quirements reported as mandatory 
transfers? ___
9. Is tuition and fee revenue paid to the
state to offset the state appro­
priation added to tuition and fees and 
deducted from state appropriations? ___
[AUG-COL, APP. A (SOP 74-8), pp. 63,091-
63,092 (looseleaf) and pp. 53-54 (pbk)]
C. Governmental Appropriations
1. Do governmental appropriations include:
a. All unrestricted amounts received
for current operations from, or 
made available to the institution 
by, legislative acts or the local 
taxing authority? ___
b. Restricted amounts from those same
sources to the extent expended for 
current operations? ___
(1) Does this restricted category 
include amounts paid directly
15
Yes
into a state or local retire­
ment system by the appropri­
ating government on behalf of 
the institution?
2 . Do governmental appropriations exclude:
a. Governmental grants and contracts?
b. Institutional fees and other in­
come reappropriated by the legis­
lature to the institution?
3. Is the governmental level (federal, 
state, or local) of the legislative 
body making the appropriation dis­
closed?
[AUG-COL, APP. A (SOP 74-8), pp. 63,092- 
63,093 (looseleaf) and pp. 54-55 (pbk)]
D. Governmental Grants and Contracts
1. Do governmental grants and contracts 
include:
a. All unrestricted amounts received 
or made available by grants and 
contracts from governmental agen­
cies for current operations?
b. All amounts received or made 
available through restricted 
grants and contracts to the extent 
expended for current operations?
2. Are amounts equal to direct costs in­
curred by restricted current funds 
reported as revenues of those funds?
3. Are amounts equal to associated in­
direct cost recoveries reported as 
unrestricted current funds revenues?
4. Is the governmental level (federal, 
state, or local) of the legislative 
body making the grant disclosed?
[AUG-COL, APP. A (SOP 74-8), p. 63,093 
(looseleaf) and p. 55 (pbk)]
16
No N/A
Yes No
E. Private Gifts, Grants, and Contracts
1. Do private gifts, grants, and con­
tracts include:
a. All unrestricted gifts, grants,
and bequests from nongovernmental 
sources (organizations or individ­
uals) and foreign governments? ___
b. All restricted gifts, grants, and
contracts from nongovernmental 
sources and foreign governments to 
the extent expended in the current 
fiscal year for current opera­
tions? ___
c. Income from funds held in revoca­
ble trusts or distributable at the 
direction of the trustees? ___
(1) Is this income reported as a 
separate revenue source with­
in private gifts, grants, and 
contracts? ___
2. Do private gifts, grants, and con­
tracts exclude revenues derived from 
contracts and other activities (such 
as utility services) that are not re­
lated directly to instruction, re­
search, or public service? ___
3. Are amounts equal to direct costs
incurred by restricted current funds 
reported as revenues of those funds? ___
4. Are amounts equal to associated indi­
rect cost recoveries reported as unre­
stricted current funds revenues? ___
[AUG-COL, APP. A (SOP 74-8), p. 63,093 
(looseleaf) and p. 55 (pbk)]
F. Endowment Income
1. Does endowment income include:
a. Endowment and similar funds unre­
stricted income? ___
17
N/A
Yes
b. Endowment and similar funds re­
stricted income to the extent 
expended for current operations?
c. Income from funds held by others 
under irrevocable trusts?
(1) Is such income disclosed 
separately?
2. Does endowment income exclude:
a. Capital gains and losses on endow­
ment and similar funds?
b. Any portion of the gains of endow­
ment or quasi-endowment funds 
utilized for current operating 
purposes? (Report them as trans­
fers rather than as revenue.)
3. If endowment fund investments include 
real estate, is the investment income 
reported on a net basis after allowing 
for all costs of operating and 
managing the properties?
[AUG-COL, APP. A (SOP 74-8), pp. 63,093-
63,094 (looseleaf) and pp. 55-56 (pbk)]
G. Sales and Services of Educational Activ­
ities, Auxiliary Enterprises, and Hospi­
tals
1. Do sales and services of educational 
activities include:
a. Revenues incidentally related to the 
conduct of instruction, research, and 
public service?
b. Revenues of activities that exist 
to provide an instructional and 
laboratory experience for students 
and that incidentally create goods 
and services that may be sold to 
students, faculty, and the general 
public?
2. Do sales and services of auxiliary en­
terprises include goods or services
18
No N/A
Yes
sold to students, faculty, or staff at 
prices that are directly related to, 
although not necessarily equal to, the 
cost of the goods or services? ___
3. If sales and services to students, fa­
culty, or staff (rather than training 
or instruction) is the purpose of an 
activity, is the revenue classified as 
sales and services of auxiliary enter­
prises or hospitals? ___
4. Has hospital revenue been classified 
separately from sales and services of 
auxiliary enterprises (due to its size
and relative financial importance)? ___
5. Do the sales and services of auxiliary
enterprises and hospitals, respective­
ly, exclude restricted revenues from 
gifts, grants, or endowment income 
(which should be reported under their 
respective source categories)? ___
[AUG-COL, APP. A (SOP 74-8), p. 63,095 
(looseleaf) and p. 57 (pbk)]
H. Other Sources
1. Does this category include all sources 
of current funds revenue not included 
in other classifications, such as:
a. Interest income and gains and
losses on investments in current 
funds? ___
b. Miscellaneous rentals and sales? ___
c. Expired term endowments and termi­
nated annuity or life income 
agreements, if not material? ___
(1) If material, are they disclosed
separately? ___
[AUG-COL, par. 8.20 and 10.09]
[AUG-COL, APP. A (SOP 74-8), pp. 63,095-
63,096 (looseleaf) and pp. 57-58 (pbk)]
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No N/A
Yes
I. Independent Operations
1. Do independent operations include all 
revenues from operations that are 
unrelated to, but that may enhance, 
the primary missions (instruction, 
research, and public service) of the 
institution?
[AUG-COL, APP. A (SOP 74-8), p. 63,096 
(looseleaf) and p. 58 (pbk)]
V. CURRENT FUNDS EXPENDITURES AND TRANSFERS
A. General
1. Has the institution considered indus­
try practice in classifying expendi­
tures and transfers in its published 
financial statements?
a. Are expenditures and transfers 
classified in terms of function, 
organizational unit, and object, 
in that order?
b. Are object classifications either 
omitted or included as appropriate 
based on their usefulness in pub­
lished financial statements?
[AUG-COL, APP. A (SOP 74-8), pp. 
63,097-63,098 and 63,128-63,129 (loose­
leaf) and pp. 59-60 and 90-91 (pbk)]
2. If the institution presents a columnar 
statement of current funds revenues, 
expenditures, and other changes, are 
unrestricted and restricted expendi­
tures segregated?
[AUG-COL, par. 4.08]
3. Do current funds expenditures include 
the acquisition cost of capital assets 
to the extent current funds are bud­
geted for and used by operating de­
partments for such purposes?
[AUG-COL, APP. A (SOP 74-8), p. 63,096 
(looseleaf) and p. 58 (pbk)]
4. Are interdepartmental transactions 
recorded as an increase in the current
20
No N/A
Yes
fund expenditures of the recipient de­
partment and a decrease in the current 
fund expenditures of the transferring 
department?
[AUG-COL, APP. A (SOP 74-8), p. 63,097 
(looseleaf) and p. 59 (pbk)]
B. Educational and General Expenditures
1. Instruction
a. Does instruction include expendi­
tures for:
(1) All activities that are part 
of the institution's instruc­
tion program? ___
(2) Departmental research and 
public service that are not 
separately budgeted? ___
(3) Academic administration for 
which instruction is still an 
important role of the admini­
strator (for example, depart­
ment chairman)?
b. Does instruction exclude expendi­
tures for:
(1) Remedial and tutorial in­
struction, which should be 
student services?
(2) Academic administration when 
the primary assignment is 
administration (for example, 
academic deans)?
[AUG-COL, APP. A (SOP 74-8), p. 63,098 
(looseleaf) and p. 60 (pbk)]
2. Research
a. Does research include expenditures for 
activities specifically organized to 
produce research outcomes, whether 
commissioned by an agency external to 
the institution or separately budgeted
21
No N/A
by an organizational unit within the 
institution?
b. Does research exclude certain spon­
sored programs that are not organized 
to produce research outcomes, such as 
training grants?
[AUG-COL, APP. A (SOP 74-8), p. 63,099 
(looseleaf) and p. 61 (pbk)]
3. Public Service
a. Does public service include ex­
penditures for activities that are 
established primarily to provide 
noninstructional services to indi­
viduals and groups external to the 
institution?
[AUG-COL, APP. A (SOP 74-8), p. 63,099 
(looseleaf) and p. 61 (pbk)]
4. Academic Support
a. Does academic support include 
funds expended primarily to pro­
vide support services for the in­
stitution's primary missions (in­
struction, research, and public 
service)?
b. If the institution currently char­
ges certain of these expenditures 
(for example, computing support) 
directly to the various operating 
units, have such expenditures been 
omitted from academic support?
[AUG-COL, APP. A (SOP 74-8), p. 63,099 
(looseleaf) and p. 61 (pbk)]
5. Student Services
a. Does student services include ex­
penditures for:
(1) Admissions' and registrar's 
offices?
(2) Those activities whose pri­
mary purpose is to contribute 
to the students' emotional
22
No N/A
Yes
and physical well-being and 
to their intellectual, cul­
tural, and social development 
outside the context of formal 
instruction? ___
b. Does student services exclude ex­
penditures for:
(1) Intercollegiate athletics and
student health services oper­
ated as essentially self- 
supporting activities? ___
(2) Informal academic counseling
by the faculty? ___
[AUG-COL, APP. A (SOP 74-8), p. 63,099 
(looseleaf) and p. 61 (pbk)]
6. Institutional Support
a. Does institutional support include 
expenditures for:
(1) Central executive-level ac­
tivities concerned with 
management and long-range 
planning of the entire insti­
tution? ___
(2) Fiscal operations? ___
(3) Administrative data process­
ing? —
(4) Space management? ___
(5) Employee personnel and records? ___
(6) Logistical activities that
provide procurement, store­
rooms, safety, security, 
printing, and transportation 
services to the institution? ___
(7) Support services to faculty
and staff not operated as 
auxiliary enterprises? ___
23
Yes
(8) Activities concerned with 
community and alumni rela­
tions, including development 
and fund raising?
b. Are appropriate allocations of 
institutional support made to 
auxiliary enterprises, hospitals, 
and any other activities not 
reported under the Educational and 
General expenditures category?
[AUG-COL, APP. A (SOP 74-8), pp. 
63,099-63,100 (looseleaf) and pp. 61- 
62 (pbk)]
7. Operation and Maintenance of Plant
a. Does operation and maintenance of 
plant include current expenditures 
for operation and maintenance of 
facilities and grounds (including 
utilities, fire protection, insur­
ance, and similar items)?
(1) Are such expenditures pre­
sented net of amounts charged 
to auxiliary enterprises, 
hospitals, and independent 
operations?
b. Does operation and maintenance of 
physical plant exclude expendi­
tures made from the institutional 
plant fund accounts?
[AUG-COL, APP. A (SOP 74-8), p. 63,100 
(looseleaf) and p. 62 (pbk)]
8. Scholarships and Fellowships
a. Do scholarships and fellowships 
include expenditures in the form 
of:
(1) Outright grants to students 
selected by the institution 
and financed from current 
funds, restricted or unre­
stricted?
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Yes No N/A
(2) Most trainee stipends, priz­
es, and awards? ___
(3) Most tuition or fee remissions? ___
b. Do scholarships and fellowships 
exclude expenditures in the form 
of:
(1) Trainee stipends awarded to
individuals not enrolled in 
formal course work? (Charge 
to instruction, research, or 
public service, as appropri­
ate .) ___
(2) Student aid awarded on behalf
of other parties to recipi­
ents that have not been 
selected by the institution? 
(Report these funds in the 
Agency Funds group, rather 
than the Current Funds group.) ___
(3) Tuition and fee remissions
granted because of faculty or 
staff status or family rela­
tionship of students to 
faculty or staff? (Report as 
staff benefit expenditures in 
the appropriate functional 
expenditure category.) ___
[AUG-COL, APP. A (SOP 74-8), p. 63,100 
(looseleaf) and p. 62 (pbk)]
9. Expenditures of Auxiliary Enterprises, 
Hospitals, and Independent Operations
a. Are expenditures for auxiliary en­
terprises, hospitals, and independent 
operations separately identified and 
distinguished from transfers? ___
[AUG-COL, APP. A (SOP 74-8), pp. 63,101- 
63,102 (looseleaf) and pp. 62-63 (pbk)]
C. Transfers
1. Do mandatory transfers include required 
transfers from either unrestricted or
25
Yes No N/A
restricted current funds to other fund 
groups arising out of:
a. Binding legal agreements related to 
the financing of educational plant 
(e.g., amounts for debt retirement, 
interest, and required provisions for 
renewals and replacements of plant not 
financed from other sources)?
b. Grant agreements with agencies of 
the federal government, donors, 
and other organizations to match 
gifts and grants to loan and other 
funds?
2. Do nonmandatory transfers include:
a. Transfers from the current funds 
group to other fund groups made at 
the discretion of the governing 
board to serve a variety of objec­
tives, including:
(1) Additions to loan funds?
(2) Additions to quasi-endowment 
funds?
(3) General or specific plant 
additions?
(4) Voluntary renewals and re­
placements of plant?
(5) Prepayments on debt princi­
pal?
b. Retransfers of resources back to 
current funds?
3. Have mandatory and nonmandatory trans­
fers from auxiliary enterprises, hos­
pitals, and independent operations 
been separately disclosed?
[AUG-COL, APP. A (SOP 74-8), pp. 63,100-
63,102 (looseleaf) and pp. 62-64 (pbk)]
26
Yes No N/A
VI. OTHER ADDITIONS/DEDUCTIONS (CURRENT FUND BALANCES)
A. Are additions/deductions to current fund 
balances presented separately from revenues/ 
expenditures and transfers?
[AUG-COL, APP. A (SOP 74-8), pp. 63,096
and 63,102 (looseleaf) and pp. 58 and 64 
(pbk) ]
B. Do additions to current fund balances 
include amounts received or made available 
to the restricted current funds during the 
reporting period?
1. Are these additions disclosed separ­
ately from amounts of restricted funds 
revenues expended during the period, 
which are reported in the statement of 
current funds revenues, expenditures, 
and other changes?
[AUG-COL, APP. A (SOP 74-8), p. 63,096 
(looseleaf) and p. 58 (pbk)]
C. Do deductions from current fund balances 
include:
1. Refunds to donors and grantors?
2. Unencumbered or unexpended funds 
returned or returnable to the state 
treasury at fiscal year-end, depending 
on provisions of state statutes or 
appropriation acts?
[AUG-COL, APP. A (SOP 74-8), p. 63,102 
(looseleaf) and p. 64 (pbk)]
VII. LOAN FUNDS
A. Does this group consist of loans to stu­
dents, faculty, or staff?
[AUG-COL, par. 7.01]
B. Are notes receivable for loans presented 
at face value less an allowance for doubt­
ful loans?
[AUG-COL, par. 7.03]
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Yes
C. Are all types of loan fund changes report­
ed in the statement of changes in fund
balances of loan funds? ___
[AUG-COL, par. 7.05]
D. Is the source(s) of funds available for 
loan purposes at the balance sheet date 
separately identified in the financial 
statements--for example:
1. Donor-restricted v. government-restricted
loan funds, including funds provided 
by mandatory transfers required for 
matching purposes? ___
2. Unrestricted funds designated as loan
funds? ___
3. Funds returnable to the donor under
certain conditions? ___
[AUG-COL, par. 7.07]
E. Has the institution considered separate 
disclosure in the financial statements for 
loan funds available to students v. loan
funds available to faculty and staff? ___
[AUG-COL, par. 7.08]
F. Is disclosure provided if loan resources 
initially restricted for loans to faculty 
and staff or students can be used for
other purposes? ___
[AUG-COL, par. 7.08]
VIII. ENDOWMENT AND SIMILAR FUNDS
A. Does this group include endowment, term
endowment, and quasi-endowment funds? ___
[AUG-COL, par. 8.01]
1. Are annuity and life income funds in­
cluded, if insignificant in amount? ___
a. If so, is the caption, "Endowment 
and Similar Funds" used in the 
financial statements? ___
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No N/A
Yes
2. If significant, are annuity and life 
income funds reported in a separate 
fund group?
[AUG-COL, par. 8.06]
B. Is depreciation provided and disclosed for 
wasting assets held as investments in en­
dowment and similar funds?
[AUG-COL, par. 2.21 and SFAS 93, par. 5 
(AC D40.105)]
C. Is income from endowment and similar funds 
reported in conformity with any limita­
tions on the use of such income?
[AUG-COL, par. 8.18]
D. Are capital gains and losses on invest­
ments in endowment and similar funds pre­
sented as additions to or deductions from 
the fund balance (not in current funds 
revenue) ?
[AUG-COL, APP. A (SOP 74-8), p. 63,094 
(looseleaf) and p. 56 (pbk)]
E. Are fund-raising expenses excluded from 
endowment and similar funds unless they 
directly relate to the proceeds of a 
campaign for this purpose?
[AUG-COL, par. 8.19]
[For additional disclosure guidance on endow­
ment income and expired endowment funds, 
respectively, see Sections IV(F) and IV(H) of 
this checklist.]
IX. PLANT FUNDS
A. Does the plant funds group consist of:
a. Funds to be used for the acquisition 
of physical properties for institu­
tional purposes but unexpended at the 
reporting date?
b. Funds set aside for the renewal and 
replacement of institutional proper­
ties?
c. Funds set aside for debt service 
charges and for the retirement of
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No N/A
Yes No N/A
indebtedness on institutional prop­
erties? ___
d. Funds spent for and thus invested in 
institutional properties (i.e., fixed 
assets)? ___
[AUG-COL, par. 9.01]
B. Has the institution considered combining the 
assets and liabilities of these four subgroups 
for reporting purposes? (Separate fund balances
should be maintained.) ___
[AUG-COL, par. 9.02]
C. If unrestricted proceeds are kept in unex­
pended plant funds, are they properly dis­
closed as unrestricted in the financial
statements? ___
[AUG-COL, par. 9.03]
D. Are board-designated balances in each of
the fund subgroups (except for investment 
in plant) disclosed separately from exter­
nally restricted funds? ___
[AUG-COL, par. 9.06]
E. Is the valuation basis for assets pur­
chased, constructed, or donated adequately
disclosed? ___
[AUG-COL, par. 9.19]
F. For long-lived tangible assets, do the 
financial statements or notes thereto 
include disclosure of:
1. Depreciation expense for the period? ___
2. Balances of major classes of depre­
ciable assets, by nature or function,
at the balance sheet date? ___
3. Accumulated depreciation, either by 
major classes of depreciable assets or
in total, at the balance sheet date? ___
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Yes
4. A general description of the method(s) 
used in computing depreciation for ma­
jor classes of depreciable assets? ___
[SFAS 93, par. 5 (AC D40.105)]
X. OTHER FUND GROUPS
A. Annuity Funds
1. Is the actuarial method of accounting
used? ___
a. Are assets recorded at cost or
fair market value at the date of 
receipt? ___
b. Is a liability recorded at the
present value of the aggregate 
liability for annuities payable? ___
c. When a gift is received, is the
present value of the annuities 
payable credited to the liability 
account and the remainder to the 
fund balance? ___
(1) Are investment income and
gains credited to the lia­
bility account? ___
(2) Are annuity payments and
losses charged to the lia­
bility account? ___
(3) Is an adjustment made peri­
odically between the liabil­
ity and the fund balance to 
record the actuarial gain or 
loss due to recomputation of
the liability? ___
[AUG-COL, par. 10.04]
2. If the statement of changes in annuity
fund balances is combined with that of 
the life income funds, is the state­
ment suitably titled? ___
[AUG-COL, par. 10.10]
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No N/A
Yes No N/A
B. Life Income Funds
1. Are the funds accounted for separately
(even if they are combined with the 
annuity funds for reporting purposes)? ___
a. Are the funds excluded from cur­
rent funds revenues or expendi­
tures? ___
b. Upon termination, is the balance
transferred to the fund group des­
ignated by the grantor? ___
(1) If the grantor made no desig­
nation, was the balance trans­
ferred to unrestricted current 
funds and treated as an unre­
stricted expired term endow­
ment? ___
[AUG-COL, par. 10.13]
2. When the amounts are not material, are
both the annuity and life income funds 
reported as a subclassification of en­
dowment and similar funds? ___
[AUG-COL, par. 10.14]
C. Agency Funds
1. If material, are agency funds ac­
counted for as a separate fund group? ___
a. If immaterial, are they reported 
as assets and liabilities of cur­
rent funds? ___
[AUG-COL, par. 10.19]
2. Are the transactions accounted for as
charges or credits to the individual 
asset and liability accounts (versus 
as transactions of unrestricted or re­
stricted current funds)? ___
[AUG-COL, par. 10.19]
3. Do the basic financial statements 
include only the assets and liabil­
ities by major type and the net assets
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Yes No N/A
held as deposits for others, in lieu 
of details of transactions?
[AUG-COL, par. 10.21]
4. Is a statement of changes in fund bal­
ances of agency funds not presented?
(The credit balances are liabilities.) ___
[AUG-COL, par. 10.22]
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Checklist for Auditors' Reports on Audits Performed Under 
Generally Accepted Auditing Standards
This checklist has been developed by the staff of the Technical 
Information Division of the AICPA as a nonauthoritative practice 
aid. Accordingly, the notice on page iii is incorporated herein by 
reference.
Explanation of References:
SAS = Statement on Auditing Standards 
AU = Reference to section number in AICPA Professional
Standards (vol. 1) of SAS cited
AUG-COL = AICPA Industry Audit Guide, Audits of Colleges and 
Universities (With Conforming Changes As of May 1, 1993)
SSARS = Statements on Standards for Accounting and Review 
Services
AR = Reference to section number in AICPA Professional 
Standards (vol. 2) of SSARS cited
CHECKLIST QUESTIONNAIRE
Yes No N/A
1. Does the report include the appropriate:
a. Addressee?
[SAS 58, par. 9 (AU 508.09)]
b. Date (or dual dates) of the report?
[SAS 1, sec. 530 (AU 530); SAS 58, par. 46 
(AU 508.46) ]
c. A title that includes the word "independent"?
[SAS 58, par. 8a (AU 508.08a)]
2. If the auditor is not independent, is a compila­
tion report the highest level of service per­
formed?
[SAS 26, par. 10 (AU 504.10); SSARS 1, pars. 22 
and 38 (AR 100.22 and 38)]
3 . Does the reporting language conform with the au­
ditor's standard report on:
a. Financial statements of a single year or pe­
riod?
b. Comparative financial statements?
[SAS 58, par. 8 (AU 508.08) and AUG-COL, pars. 
12.02-12.05]
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Yes
4. Does the report include appropriate language for 
the following situations?
a. Only one basic financial statement is pre­
sented and there are no scope limitations. 
[SAS 58, pars. 47-48 (AU 508.47-.48)]
b. Audited and unaudited financial statements 
are presented in comparative form.
[SAS 26, pars. 14-17 (AU 504.14-.17)]
5. Has an explanatory paragraph (or other explana­
tory language) been added to the standard report 
if:
a. The financial statements are affected by un­
certainties concerning future events, the 
outcome of which is not susceptible of rea­
sonable estimation at the date of the audi­
tor's report?
[SAS 58, pars. 16-33 (AU 508.16-.33)]
Note: Consult the Topical Index to the AICPA 
Professional Standards under "Uncertainties" 
for additional references to specific types 
of uncertainties.
b. There is substantial doubt about the institu­
tion's ability to continue as a going concern 
for a reasonable period of time and that con­
clusion is expressed through the use of the 
phrase "substantial doubt about its (the in­
stitution's) ability to continue as a going 
concern"?
[SAS 64, par. 1 (AU 341.12-.13)]
c. There has been a material change between 
periods in accounting principles or in the 
method of their application?
[SAS 58, pars. 34-36 (AU 508.34-.36)]
d. In an updated report on comparative financial 
statements, the current opinion on the prior 
period is different from the one previously 
expressed?
[SAS 58, pars. 77-78 and 81-82 (AU 508.77-.78 
and .81-.82)]
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No N/A
Yes
e. The prior period financial statements have 
been audited by a predecessor auditor whose 
report is not presented?
[SAS 64, par. 2 (AU 508.83)]
f. The auditor's opinion is based in part on the 
report of another auditor?
[SAS 1, sec. 543 (AU 543); SAS 58, pars. 12- 
13 (AU 508.12-.13)]
g. The financial statements contain a departure 
from a promulgated accounting principle when 
conformity with GAAP would result in a mis­
leading presentation?
[SAS 58, pars. 14-15 (AU 508.14-.15)]
h. Other information in a document containing 
audited financial statements is materially 
inconsistent with information appearing in 
the financial statements?
[SAS 8, par. 4 (AU 550.04)]
i. The auditor decides to emphasize a matter in 
the report?
[SAS 58, par. 37 (AU 508.37); Interpretation 
38 of SAS 1, section 410 (AU 9410.17); and 
Interpretation 1 of SAS 57 (AU 9342.03)]
6. Is a qualified opinion or disclaimer of opinion 
expressed if scope limitations preclude appli­
cation of one or more auditing procedures con­
sidered necessary in the circumstances?
[SAS 58, pars. 40-45 (AU 508.40-.45); SAS 31, 
par. 22 (AU 326.23); SAS 19, par. 12 (AU 
333.12)]
Note: Consult the Topical Index to the AICPA 
Professional Standards under "Scope of Audit-- 
Limitations" for additional references to speci­
fic types of scope limitations that could result 
in either a qualified or disclaimer of opinion.
7. Is a qualified opinion or adverse opinion ex­
pressed if a lack of conformity with generally 
accepted accounting principles (including inade­
quate disclosure) is present?
[SAS 58, pars. 49-66 (AU 508.49-.66); SAS 32, 
par. 3 (AU 431.03)]
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No N/A
Yes
Note: Consult the Topical Index to the AICPA 
Professional Standards under "Departures from 
Established Principles," "Adverse Opinions," and 
"Qualified Opinions" for additional references 
to specific types of GAAP departures that could 
result in either a qualified or adverse opinion.
In addition, the following GAAP departures may 
be encountered on college and university engage­
ments. Is a qualified or adverse opinion ex­
pressed if:
a. The institution specifically requests the 
auditor to report on prior-period financial 
statements that are incomplete (e.g., prior- 
period totals only)?
[SAS 58, footnote 27 (AU 508, footnote 27)]
b. The institution has not adopted SFAS No. 93, 
Recognition of Depreciation by Not-for-Profit
Organizations?
[AUG-COL, par. 2.22; SAS 58, pars. 49-56 (AU 
508.49-56)]
c. There are any improper accounting practices 
relating to the institution's endowment 
income stabilization reserve (if used), for 
example:
(1) Are material amounts of unrestricted 
funds included in the reserve?
(2) Are there material differences between 
income distributed to the participating 
funds in the pooled investment account 
and income earned during the period?
[AUG-COL, pars. 4.05 and 4.06]
d. There are any non-GAAP accounting practices 
under the "total return" approach to endow­
ment fund investment management?
(1) Are endowment fund gains utilized for 
general operating purposes reported in 
the financial statements as revenue 
(non-GAAP) rather than as a transfer 
(GAAP) ?
[AUG-COL, par. 8.13]
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No N/A
Yes No N/A
8. If a qualified opinion, adverse opinion, or dis­
claimer of opinion is expressed, are all the 
substantive reasons for the opinion or dis­
claimer disclosed and is the reporting language 
appropriately modified?
[SAS 58, pars. 39, 68-69 and 71 (AU 508.39, .68- 
.69, and .71)]
9. If the auditor is requested to audit Internal 
Revenue Form 990, "Return of Organizations 
Exempt from Income Tax," has the appropriate 
report been prepared?
[Interpretation 2 of SAS 62 (AU 9623.47-.54)]
10. If information is to accompany the basic finan­
cial statements and auditor's report in an au­
ditor-submitted document, does the report on the 
accompanying information:
(1) State that the audit was performed for the 
purpose of forming an opinion on the basic 
financial statements taken as a whole?
(2) Specifically identify the accompanying 
information?
(3) State that the accompanying information is 
presented for purposes of additional 
analysis and is not a required part of the 
basic financial statements?
(4) State whether the accompanying information 
has been subjected to the auditing pro­
cedures applied in the audit of the basic 
financial statements and the appropriate 
expression of opinion or disclaimer?
[SAS 29, pars. 6-11 (AU 551.06-.11)]
11. Is the reporting form and content of SAS 60, 
paragraphs 9-19, followed when communicating in­
ternal control structure related matters noted 
in an audit?1
[SAS 60, pars. 9-19 (AU 325.09-.19)]
1Reportable conditions in internal control structure that have 
not been corrected must be communicated, preferably in writing, to 
senior management and the board of trustees or its audit committee. 
[SAS 60]
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Checklist for Auditors' Reports on Audits Performed Under 
Government Auditing Standards and OMB Circular A-1331
This checklist has been developed by the staff of the Technical 
Information Division of the AICPA as a nonauthoritative practice 
aid. Accordingly, the notice on page iii is incorporated herein by 
reference.
This checklist has two parts: Part I is for audit reports related 
to audits performed under Government Auditing Standards ("Yellow 
Book"). Part II contains the additional requirements for reports 
on audits performed in accordance with OMB Circular A-133. For 
audits performed under Circular A-133, both Parts I and II of this 
checklist must be completed.
Explanation of References:
A-133 = Office of Management and Budget (OMB) Circular A-133, 
Audits of Institutions of Higher Education and Other
Nonprofit Institutions
GAS = Government Auditing Standards ("Yellow Book") issued 
by GAO, 1988 Revision
SAS = Statement on Auditing Standards 
AU = Reference to section number in AICPA Professional
Standards (vol. 1) of SAS cited
SOP 92-9 = AICPA Statement of Position, Audits of Not-for-Profit 
Organizations Receiving Federal Awards
1On March 8, 1990, The Office of Management and Budget issued 
Circular A-133, Audits of Institutions of Higher Education and 
Other Nonprofit Institutions, to implement a "single audit" re­
quirement for nonprofit institutions. Circular A-133 requires that 
the auditor perform the audit in accordance with Government 
Auditing Standards (the "Yellow Book") issued by the Comptroller 
General of the United States, General Accounting Office (GAO).
SAS No. 68, Compliance Auditing Applicable to Governmental Entities 
and Other Recipients of Governmental Financial Assistance, provides 
guidance on planning, performing, and reporting on the compliance 
aspects of audits in accordance with GAAS, GAO Standards, Circular 
A-133 and Circular A-128, which applies to state and local 
governmental entities.
On December 28, 1992, the AICPA issued SOP 92-9, Audits of Not-for- 
Profit Organizations Receiving Federal Awards, to provide guidance 
on the auditor's responsibilities when conducting an audit in ac­
cordance with Circular A-133. It incorporates the guidance in SAS 
No. 68, SOP 92-7, OMB's October 1991 Compliance Supplement for 
Audits of Institutions of Higher Learning and Other Non-Profit
Institutions, and the President's Council on Integrity and 
Efficiency Standards Subcommittee's Position Statement No. 6 [A-133 
Questions and Answers] .
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CHECKLIST QUESTIONNAIRE
Yes No N/A
PART I - REPORTS ON AUDITS PERFORMED IN ACCORDANCE 
WITH GOVERNMENT AUDITING STANDARDS (THE "YELLOW 
BOOK")
1. In an audit performed in accordance with the 
Yellow Book, are the following reports issued?
a. A report on the institution's basic financial 
statements.1
b. A report on internal control structure.
c. A report on compliance with laws and regula­
tions that may have a direct and material 
effect on the basic financial statements.
[SOP 92-9, par. 7.2]
2. Does each report listed in Step 1 contain a 
statement that the audit was conducted in 
accordance with generally accepted auditing 
standards and Government Auditing Standards2 
[GAS, Chap. 5, par. 3; SOP 92-9, par. 7.4]
Report on Internal Control Structure3
3. Does the report on internal control structure 
conform to the standard report illustrated in 
SAS 68, par. 41 (AU 801.41) and in Exhibit D-3 
of Appendix D of SOP 92-9?
!See checklist for auditor's reports on the basic financial 
statements preceding this section.
2SOP 92-9, paragraph 7.4, states that federal reviewers have 
accepted reports on the basic financial statements only that do not 
refer to Government Auditing Standards. However, state reviewers 
and others may insist on full compliance with the "Yellow Book" 
requirement. Practitioners are advised to determine the require­
ments of any non-federal reviewers before deleting the reference to 
Government Auditing Standards in reports on the basic financial 
statements.
3Under the Yellow Book, a report on the internal control 
structure is required in all audits, even if no reportable 
conditions were noted.
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Yes No N/A
4. If material weaknesses are noted, are the con­
dition, cause, criteria, and effect of those 
material weaknesses disclosed in the report? 
[GAS, Chap. 5, par. 9, footnote 7]
5. If the auditor determined that deficiencies in 
the internal control structure are not signifi­
cant enough to be considered reportable condi­
tions (referred to as "nonreportable condi­
tions"), have those matters been communicated 
separately to the institution in writing (or 
orally, with working paper documentation)?
[SAS 68, pars. 33 and 39 (AU 801.33 and .39); 
GAS Chap. 5, par. 25]
6. If a separate written communication describing 
nonreportable conditions is issued, does the 
report on internal controls refer to that sepa­
rate communication?
[SAS 68, pars. 38 and 39 (AU 801.38-.39); SOP 
92-9, par. 7.12]
7. If no reportable conditions were noted during 
the audit, does the report disclose that no 
material weaknesses were identified?
[SAS 68, par. 42 (AU 801.42); SOP 92-9, par. 
7.11]
Report on Compliance With Laws and Regulations
8. Does the report on compliance with laws and 
regulations conform to the standard report 
illustrated in SAS 68, par. 25 (AU 801.25) and 
in Exhibits D-4 to D-7 in Appendix D of SOP 92- 
9?
9. In rare circumstances in which the auditor has 
decided not to test compliance with laws and 
regulations, does the report contain a statement 
that compliance with laws and regulations was 
not tested?
[SAS 68, par. 26 (AU 801.26); GAS, Chap. 5, par. 
6]
10. If the auditing procedures disclosed material 
instances of noncompliance, is the report on 
compliance appropriately modified?
[SAS 68, par. 27 (AU 801.27)]
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Yes No N/A
a. Does that modified report include:
(1) The definition and identification of ma­
terial instances of noncompliance noted? ___
(2) A statement that the noncompliance noted
was considered in forming an opinion on 
whether the institution's financial 
statements are presented fairly, in con­
formity with generally accepted account­
ing principles? ___
[SAS 68, par. 27 (AU 801.27)]
11. If the report contains material instances of 
noncompliance, was a statement considered about:
a. Whether the misstatements have been cor­
rected? ___
or
b. The effect of such misstatements on the
auditor's report on the basic financial 
statements? ___
[SAS 68, par. 28 (AU 801.28)]
12. Are immaterial instances of noncompliance 
reported in a separate communication to the
institution?4 ___
[SAS 68, pars. 29 and 95 (AU 801.29 and .95);
GAS, Chap. 5, par. 8]
13. If a separate letter describing immaterial 
instances of noncompliance is issued, does the
compliance report refer to that letter? ___
[SAS 68, pars. 29 and 30 (AU 801.29 and .30);
SOP 92-9, par. 7.16]
14. If the auditor became aware of illegal acts or
of possible illegal acts, have they been commu­
nicated to management? ___
[SAS 68, par. 31 (AU 801.31); GAS, Chap. 5, 
par. 5]
15. If the auditor became aware of illegal acts and 
remains uncertain about whether they will mater-
4If there are no immaterial instances of noncompliance, 
auditor may so note in the report. [SOP 92-9, par. 7.24]
the
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Yes
ially affect the financial statements, was the 
report on the financial statements qualified or
a disclaimer of opinion issued? ___
[SOP 92-9, par. 7.18]
Other Matters
16. If performance audits are required by contrac­
tual obligations, are findings presented in
accordance with the guidance in the Yellow Book? ___
[GAS, Chap. 2, pars. 6-10]
17. If the auditor is unable to follow an applicable 
standard and is unable to withdraw from the en­
gagement, did the auditor disclose in the scope 
section of the report on the financial state­
ments the fact that an applicable standard was 
not followed, the reasons therefor, and the 
known effect of not following the standard on
the results of the audit? ___
[GAS, Chap. 3, par. 27]
18. Does the auditor's report on the financial 
statements disclose the status of known but 
uncorrected significant or material findings and 
recommendations from prior audits that could
have an effect on the current audit objective? ___
[SAS 68, par. 20, footnote 10 (AU 801.20); GAS,
Chap. 3, par. 41; SOP 92-9, par. 7.41]
19. Did the auditor consider the impact on his or 
her report on the financial statements of the 
effects of noncompliance findings from other 
simultaneous audits that may result in claims
for refunds? ___
[SOP 92-9, par. 7.43; See also SFAS 5 (AC C59)]
20. Do the reports on compliance and internal con­
trol structure carry the same date as the report
on the basic financial statements? ___
[SOP 92-9, par. 7.27]
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PART II - REPORTS ON AUDITS PERFORMED UNDER OMB 
CIRCULAR A-133
1. If the institution is subject to the require­
ments of Circular A-133, are the following 
additional reports issued?
a. A report on the supplementary schedule of 
federal awards.1
b. A report on the internal control structure
policies and procedures used to administer 
federal awards. ___
c. A report on compliance with specific laws and
regulations that may have a direct and 
material effect on each major program. ___
d. A report on compliance with certain laws and
regulations applicable to nonmajor programs.2 ___
e. A report on compliance with general
requirements.3 ___
[SOP 92-9, par. 7.19]
2. Does each auditor's report listed in Step 1 con­
tain a statement that the audit was conducted in 
accordance with generally accepted auditing 
standards; Government Auditing Standards, issued 
by the Comptroller General of the United States;
1Under Circular A-133, a recipient or subrecipient of an award 
is required to prepare a schedule of federal awards. A sample 
schedule and the auditor's report thereon are presented in the 
Illustrative Auditor's Reports and Financial Statements section of 
these checklists and Appendix E of SOP 92-9. [Attachment to Circu­
lar A-133, par. 15(c)(1); SOP 92-9, pars. 4.7 and 7.20]
2If the institution has no nonmajor programs, or if the auditor 
has not selected any nonmajor program transactions, this report is 
not required. [SOP 92-9, par. 7.26]
3A report on compliance with general requirements is required 
regardless of whether there are any major programs. [SOP 92-9, 
par. 7.25]
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Yes No N/A
and Office of Management and Budget (OMB)
Circular A-133?4 ___
[SOP 92-9, Appendix D, Exhibits D-1, D-2, and 
D-8 through D-18]
Report on Internal Control Structure Used in Admin­
istering Federal Awards
3. Does the report on the internal control
structure used in administering federal awards 
conform to the standard report illustrated in 
Exhibit D-8 in Appendix D of SOP 92-9? ___
4. If the auditor determines that control policies 
and procedures are likely to be ineffective in 
preventing or detecting noncompliance, is that
matter disclosed as a "reportable condition"? ___
[SOP 92-9, par. 7.23]
5. If the auditor has limited his or her consid­
eration of the internal control structure for 
any reason, are the circumstances disclosed in
the report on the internal control structure? ___
[SOP 92-9, par. 7.23]
Report on Compliance With Specific Requirements 
Related to Major Programs
6. For audits of major programs, does the report on 
compliance with specific requirements conform to 
the standard report illustrated in SAS 68, par.
81 (AU 801.81) and in Exhibits D-9 through D-14
in Appendix D of SOP 92-9? ___
7. If the auditor is disclaiming an opinion due to 
a scope limitation:
a. Are the reasons indicated, in a separate 
paragraph, as to why the audit did not comply 
with GAAS, the Yellow Book, or Circular 
A-133? ___
4SOP 92-9, paragraph 7.4, states federal reviewers have 
accepted reports on the basic financial statements only that do not 
refer to Government Auditing Standards. However, state reviewers 
and others may insist on full compliance with the "Yellow Book" 
requirement. Practitioners are advised to determine the require­
ments of any non-federal reviewers before deleting the reference to 
Government Auditing Standards in reports on the basic financial 
statements.
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Yes No N/A
b. Does the auditor state that the scope of the 
audit was not sufficient to warrant the ex­
pression of an opinion?
c. Does the auditor disclose any reservations he 
or she has regarding compliance with appli­
cable laws and regulations?
[SAS 68, pars. 82 and 84 (AU 801.82 and .84)]
8. If the auditing procedures disclosed instances 
of noncompliance on major programs,
a. Did the resulting modification to the audi­
tor's report on compliance consider factors 
that include:
1. The number and types of instances of non- 
compliance?
2. Determinability of questioned costs?
3. Materiality of questioned costs?
b. If, after considering those factors, the 
auditor concludes that the instances of 
noncompliance have a material effect on a 
federal program, was a qualified or adverse 
opinion issued?
or
c. If after considering those factors, the 
auditor is unable to determine if the 
instance of noncompliance could have a 
material effect on the program, does the 
report state that noncompliance occurred but 
the effect on the programs presently cannot 
be determined?
(1) Is the effect of such uncertainties con­
sidered, and if necessary, is the report 
on the financial statements modified?
[SOP 92-9; par. 7.24]
9. If the auditor was unable to examine appropriate 
evidence to support the comply/noncomply decis­
ion, was the report appropriately modified?
[SOP 92-9, par. 7.24]
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Report on Compliance With General Requirements
10. Does the report on compliance with general re­
quirements conform to the standard report 
illustrated in SAS 68, par. 52 (AU 801.52) and 
in Exhibits D-15 through D-17 in Appendix D of 
SOP 92-9?
Report on Compliance Related to Nonmajor Programs
11. For nonmajor programs, does the report on com­
pliance conform to the standard report illus­
trated in SAS 68, par. 90 (AU 8 01.90) and in 
Exhibit D-18 in Appendix D of SOP 92-9?
General
12. Does each auditor's report on compliance with 
laws and regulations include, for each federal 
award:
a. An identification of total amounts questioned 
as a result of noncompliance?
b. Any corrective action recommended by the 
auditor?
[SOP 92-9, pars. 7.30 and 7.32]
13. Were any immaterial findings included either (1) 
in a schedule of findings and costs, or (2) in a 
separate communication to management?
[SOP 92-9, par. 7.30]
14. If the audit is biennial, are both years within 
the period covered?
[SOP 92-9, par. 2.47]
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Illustrative Auditor’s Reports 
and Financial Statements
ILLUSTRATIVE AUDITOR’S REPORT
Independent Auditor’s Report
The Board of Trustees 
Sample University
We have audited the accompanying balance sheets of Sample University as of June 30, 19X1 and 19X0, and the 
related statements of changes in fund balances and current funds revenues, expenditures and other changes for the 
year ended June 30, 19X1. These financial statements are the responsibilty of the University's management. Our 
responsibility is to express an opinion on these financial statements based on our audits.
We conducted our audits in accordance with generally accepted auditing standards. Those standards require that 
we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of 
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and 
disclosures in the financial statements. An audit also includes assessing the accounting principles used and signifi­
cant estimates made by managment, as well as evaluating the overall financial statement presentation. We believe 
that our audits provide a reasonable basis for our opinion.
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial 
position of Sample University as of June 30, 19X1 and 19X0, and the changes in fund balances and current funds 
revenues, expenditures and other changes for the year ended June 30, 19X1 in conformity with generally accepted 
accounting principles.
[Signature]
[Date]
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SAMPLE UNIVERSITY 
ILLUSTRATIVE BALANCE SHEETS 
June 30, 19X1 and 19X0
Assets 19X1 19X0
Current Funds:
Unrestricted:
Cash $ 210,000 110,000
Investments 450,000 360,000
Accounts receivable, less allow­
ance of $18,000 both years 228,000 175,000
Inventories, at lower of cost (first- 
in, first-out basis) or market 90,000 80,000
Prepaid expenses and deferred 
charges 28,000 20,000
Total unrestricted 1,006,000 745,000
Restricted:
Cash 145,000 101,000
Investments 175,000 165,000
Accounts receivable, less allow­
ance of $8,000 both years 68,000 160,000
Unbilled charges 72,000 —
Total restricted 460,000 426,000
Total current funds 1,466,000 1,171,000
Loan Funds:
Cash 30,000 20,000
Investments 100,000 100,000
Loans to students, faculty, and 
staff, less allowance of $10,000 in 
19X1 and $9,000 in 19X0 550,000 382,000
Due from unrestricted 
current funds 3,000 —
Total loan funds 683,000 502,000
Endowment and similar funds:
Cash 100,000 101,000
Investments 13,900,000 11,800,000
Liabilities and Fund Balances 19X1 19X0
Current Funds:
Unrestricted:
Accounts payable $ 125,000 100,000
Accrued liabilities 20,000 15,000
Students' deposits 30,000 35,000
Due to other funds 158,000 120,000
Deferred revenue 30,000 20,000
Fund balance 643,000 455,000
Total unrestricted 1,006,000 745,000
Restricted:
Accounts payable 14,000 5,000
Fund balances 446,000 421,000
Total endowment and
similar funds 14,000,000 11,901,000
Annuity and life income funds: 
Annuity funds:
Cash
Investments
55,000
3,260,000
45,000
3,010,000
Total annuity funds 3,315,000 3,055,000
Total restricted 460,000 426,000
Total current funds 1,466,000 1,171,000
Loan Funds:
Fund balances:
U.S. Government grants 
refundable 50,000 33,000
University funds:
Restricted 483,000 369,000
Unrestricted 150,000 100,000
Total loan funds 683,000 502,000
Endowment and similar funds:
Fund balances:
Endowment 7,800,000 6,740,000
Term Endowment 3,840,000 3,420,000
Quasi-endowment—unrestricted 1,000,000 800,000
Quasi-endowment—restricted 1,360,000 941,000
Total endowment and 
similar funds 14,000,000 11,901,000
Annuity and life income funds: 
Annuity funds:
Annuities payable 2,150,000 2,300,000
Fund balances 1,165,000 755,000
Total annuity funds 3,315,000 3,055,000
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SAMPLE UNIVERSITY
ILLUSTRATIVE BALANCE SHEETS, Continued
Assets, Continued 19X1 19X0 Liabilities and Fund Balances, Cont. 19X1 19X0
Life income funds:
Cash
Investments
$ 15,000
2,045,000
15,000
1,740,000
Life income funds:
Income payable
Fund balances
$ 5,000
2,055,000
5,000
1,750,000
Total life income funds 2,060,000 1,755,000 Total life income funds 2,060,000 1,755,000
Total annuity and life income 
funds 5,375,000 4,810,000
Total annuity and life income 
funds 5,375,000 4,810,000
Plant funds:
Unexpended:
Cash
Investments
Due from unrestricted current 
funds
275,000
1,285,000
150,000
410,000
1,590,000
120,000
Plant funds:
Unexpended:
Accounts payable
Notes payable
Bonds payable
Fund balances:
Restricted
Unrestricted
10,000
100,000
400,000
1,000,000
200,000
1,860,000
260,000
Total unexpended 1,710,000 2,120,000 Total unexpended 1,710,000 2,120,000
Renewals and replacements:
Cash
Investments
Deposits with trustees
Due from unrestricted current
funds
5,000
150,000
100,000
5,000
4,000
286,000
90,000
Renewals and replacements:
Fund balances:
Restricted
Unrestricted
25,000
235,000
180,000
200,000
Total renewals and replacements 260,000 380,000 Total renewals and replacements 260,000 380,000
Retirement of indebtedness:
Cash
Deposits with trustees
50,000
250,000
40,000
253,000
Retirement of indebtedness:
Fund balances:
Restricted
Unrestricted
185,000
115,000
125,000
168,000
Total retirement of indebtedness 300,000 293,000 Total retirement of indebtedness 300,000 293,000
Investment in plant:
Land
Land improvements
Buildings
Equipment
Library books
Less: Accumulated depreciation
500,000
1,000,000
29,000,000
19,000,000
400,000
(8,300,000)
500,000
1,110,000
28,060,000
17,340,000
380,000
(7,440,000)
Investment in plant:
Notes payable
Bonds payable
Mortgages payable
Net investment in plant
790,000
2,200,000
400,000
38,210,000
810,000
2,400,000
200,000
36,540,000
Total Investment in plant 41,600,000 39,950,000 Total Investment in plant 41,600,000 39,950,000
Total plant funds 43,870,000 42,743,000 Total plant funds 43,870,000 42,743,000
Agency funds:
Cash
Investments
50,000
60,000
70,000
20,000
Agency funds:
Deposits held in custody for
others 110,000 90,000
Total agency funds $ 110,000 90,000 Total agency funds $ 110,000 90,000
See accompanying Notes to Financial Statements
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Sample University 
Notes to Financial Statements 
June 30, 19X1
Note 1—Summary of Significant Accounting Policies
The significant accounting policies followed by Sample University are described below to enhance the usefulness 
of the financial statements to the reader.
Accrual Basis
The financial statements of the University have been prepared on the accrual basis. The statement of current funds 
revenues, expenditures, and other changes is a statement of financial activities of current funds related to the 
current reporting period. It does not purport to present the results of operations or the net income or loss for 
the period as would a statement of income or a statement of revenues and expenses.
To the extent that current funds are used to finance plant assets, the amounts so provided are accounted for as (1) 
expenditures, in the case of normal replacement of movable equipment and library books; (2) mandatory transfers, 
in the case of required provisions for debt amortization and interest and equipment renewal and replacement; and 
(3) transfers of a nonmandatory nature for all other cases.
Fund Accounting
In order to ensure observance of limitations and restrictions placed on the use of the resources available to the 
University, the accounts of the University are maintained in accordance with the principles of "fund accounting." 
This is the procedure by which resources for various purposes are classified for accounting and reporting purposes 
into funds that are in accordance with activities or objectives specified. Separate accounts are maintained for each 
fund; however, in the accompanying financial statements, funds that have similar characteristics have been com­
bined into fund groups. Accordingly, all financial transactions have been recorded and reported by fund group.
Within each fund group, fund balances restricted by outside sources are so indicated and are distinguished from 
unrestricted funds allocated to specific purposes by action of the governing board. Externally restricted funds 
may only be utilized in accordance with the purposes established by the source of such funds and are in contrast 
with unrestricted funds over which the governing board retains full control to use in achieving any of its institu­
tional purposes.
Endowment funds are subject to the restrictions of gift instruments requiring in perpetuity that the principal be 
invested and the income only be utilized. Term endowment funds are similar to endowment funds except that upon 
the passage of a stated period of time or the occurrence of a particular event, all or part of the principal may be 
expended. While quasi-endowment funds have been established by the governing board for the same purposes as 
endowment funds, any portion of quasi-endowment funds may be expended.
All gains and losses arising from the sale, collection, or other disposition of investments and other noncash assets are 
accounted for in the fund which owned such assets. Ordinary income derived from investments, receivables, and the 
like is accounted for in the fund owning such assets, except for income derived from investments of endowment and 
similar funds, which income is accounted for in the fund to which it is restricted or, if unrestricted, as revenues in 
unrestricted current funds.
All other unrestricted revenue is accounted for in the unrestricted current fund. Restricted gifts, grants, appropriations, 
endowment income, and other restricted resources are accounted for in the appropriate restricted funds. Restricted 
current funds are reported as revenues and expenditures when expended for current purposes.
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Note 2—Investments
Investments are recorded at cost; investments received by gift are carried at market value at the date of acquisition. 
Quoted market values of investments (all marketable securities) of the funds indicated were as follows:
19X1 19X0
Unrestricted current funds $ 510,000 $ 390,000
Restricted current funds 180,000 165,000
Loan funds 105,000 105,000
Unexpended plant funds 1,287,000 1,600,000
Renewal and replacement funds 145,000 285,000
Agency funds 60,000 20,000
Investments of endowment and similar funds and annuity and life income funds are composed of the following:
Carrying value
19X1 19X0
Endowment and similar funds:
Corporate stocks and bonds (approximate market, $15,000,000 in 19X1 
and $10,900,000 in 19X0) $13,000,000 $10,901,000
Rental properties—less accumulated depreciation, $500,000 in 19X1 
and $400,000 in 19X0 900,000 899,000
$13,900,000 $11,800,000
Annuity funds:
U.S. bonds (approximate market, $200,000 in 19X1, 
and $100,000 in 19X0) $ 200,000 $110,000
Corporate stocks and bonds (approximate market, $3,070,000 in 19X1 
and $2,905,000 in 19X0) 3,060,000 2,900,000
$ 3,260,000 $ 3,010,000
Life income funds:
Municipal bonds (approximate market, $1,400,000 in 19X1 
and $1,340,000 in 19X0) $1,500,000 $1,300,000
Corporate stocks and bonds (approximate market, $650,000 in 19X1 
and $400,000 in 19X0) 545,000 440,000
$2,045,000 $1,740,000
Assets of endowment funds, except nonmarketable investments of term endowment having a book value of 
$200,000 and quasi-endowment having a book value of $800,000, are pooled on a market value basis, with each 
individual fund subscribing to or disposing of units on the basis of the value per unit at market value at the begin­
ning of the calendar quarter within which the transaction takes place. Of the total units each having a market value 
of $15.00, 600,000 units were owned by endowment, 280,000 units by term endowment, and 120,000 units by quasi­
endowment at June 30, 19X1.
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The following tabulation summarizes changes in relationships between cost and market values of the pooled assets:
Pooled Assets
Net
Gains
(Losses)
Market
Value
Per
UnitMarket Cost
End of year
Beginning of year
$15,000,000
10,900,000
$13,000,000
10,901,000
$2,000,000
(1,000)
$15.00
12.70
Unrealized net gains for year
Realized net gains for year
2,001,000
159,000
Total net gains for year $2,160,000 $2.30
The average annual earnings per unit, exclusive of net gains, amounted to $.56 for the year.
Note 3—Fixed Assets
Physical plant and equipment are stated at cost at date of acquisition or fair value at date of donation in the case of 
gifts, except land acquired prior to 1940, which is valued at appraisal value in 1940 at $300,000. Depreciation on physical 
plant and equipment is provided on a straight-line basis over the estimated useful lives of the respective assets.
Note 4—Long-Term Debt
Long-term debt includes: bonds payable due in annual installments varying from $45,000 to $55,000 with interest at 
5⅞ percent, the final installment being due in 19Y0, collateralized by trust indenture covering land, buildings, and 
equipment known as Smith dormitory carried in the accounts at $2,500,000, and pledged net revenue from the 
operations of said dormitory; and mortgages payable due in varying amounts to 19Y1, with interest at 6 percent, 
collateralized by property carried in the accounts at $800,000 and pledged revenue of the Student Union amounting 
to approximately $65,000 per year.
Aggregate maturities of long-term debt are summarized as follows:
19X2 $230,000
19X3 240,000
19X4 250,000
19X5 260,000
19X6 270,000
Thereafter 1,750,000
$3,000,000
Note 5—Pension and Postretirement Benefit Plans
The University participates in a defined contribution multiemployer pension plan covering substantially all of its 
employees. Contributions and cost are determined as 1.5 percent of each covered employee's salary and totalled 
$530,000 for the year ended June 30, 19X1.
The Institution also sponsors a noncontributory defined benefit postretirement health care plan covering 
substantially all of its employees. The plan is funded by contributing an amount equal to a level percentage of the 
employees' salaries annually. For the year ended June 30, 19X1, that amount was 4.25 percent, and the contribution 
for the plan was $34,000.
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The following table sets forth the plan's funded status reconciled with the amount included in the University's bal­
ance sheet at June 30, 19X1:
Accumulated postretirement benefit obligation:
Retirees $(187,000)
Fully eligible active plan participants (100,000)
Other active plan participants (297,400)
(584,400)
Plan assets at fair value, primarily listed U.S. stocks and bonds 120,960
Accumulated postretirement benefit obligation in excess of plan assets (463,440)
Unrecognized net gain from past experience different from that assumed and from
changes in assumptions (40,000)
Prior service cost not yet recognized in net periodic postretirement benefit cost 19,000
Unrecognized transition obligation 470,250
Accrued postretirement benefit cost $ (14,190)
Net periodic postretirement benefit cost for 19X1 included the following components:
Service cost—benefits attributed to service during the period $ 15,000
Interest cost on accumulated postretirement benefit obligation 44,400
Actual return on plan assets (3,960)
Amortization of transition obligation over 20 years 24,750
Net amortization and deferral 1,000
Net periodic postretirement benefit costs $ 81,190
For measurement purposes, a 16 percent annual rate of increase in the per capita cost of covered health care benefits 
was assumed for 1991; the rate was assumed to decrease gradually to 6 percent for 2020 and remain at that level 
thereafter. The health care cost trend rate assumption has a significant effect on the amounts reported. To illustrate, 
increasing the assumed health care cost trend rates by 1 percentage point in each year would increase the accumu­
lated postretirement benefit obligation as of June 30, 1991 by $73,000 and the aggregate of the service and interest 
cost components of net periodic postretirement benefit cost for the year then ended by $13,000.
The weighted-average discount rate used in determining the accumulated postretirement benefit obligation was 8 
percent. The expected long-term rate of return on plan assets after estimated taxes was 6.6 percent.
Note 6—Commitments and Contingencies
Contracts have been let for the construction of additional classroom buildings in the amount of $3,000,000. 
Construction and equipment are estimated to aggregate $5,000,000, which will be financed by available resources 
and an issue of bonds payable over a period of 40 years and amounting to $4,000,000.
At June 30, 19X1, the University has guaranteed bank loans to some of its students totalling $250,000.
Note 7—Interfund Borrowings
All interfund borrowings have been made from unrestricted funds. The amounts due to plant funds from current 
unrestricted funds are payable within one year without interest. The amount due to loan funds from current 
unrestricted funds is payable currently.
Note 8—Pledges
Pledges totaling $260,000, restricted to plant fund uses, are due to be collected over the next three fiscal years in the 
amounts of $120,000, $80,000, and $60,000, respectively. It is not practicable to estimate the net realizable value of 
such pledges. Therefore, they are not included in the accompanying financial statements.
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Note 9—Fair Value of Financial Instruments
The University has elected to adopt early FASB Statement No. 107, Disclosures About Fair Value of Financial Instruments, 
for the fiscal year ended June 30, 1991. Information required by Statement No. 107 about investments is included 
in Note 2 to the financial statements. The following methods and assumptions were used to estimate the fair value 
of each class of financial instruments, other than investments, for which it is practicable to estimate that value:
Accounts and Loans Receivable
Included in accounts and loans receivable are long-term receivables of $500,000 which are non-interest bearing and 
will not be realized for periods of up to five years. Their fair values are estimated based on an imputed interest rate 
of X percent.
Notes, Bonds, and Mortgages Payable
The fair value of notes and mortgages payable is estimated based on rates currently available to the University for 
loans with similar terms and average maturities. The fair value of bonds payable is based on quoted market prices for 
the same or similar issues or on the current rates offered to the University for debt of the same remaining maturities.
Student Bank Loans Payable
The fair value of student bank loan guarantees is based on the estimated cost to terminate them or otherwise settle 
the obligations with the counterparties at the reporting date.
The estimated fair values of the University's financial instruments are as follows:
Loans receivable
Notes, bonds, and 
mortgages payable
Student bank loan guarantees
19X1 19X0
Carrying Fair Carrying Fair
Amount Value Amount Value
$ 500,000 $ 465,000 $ 350,000 $ 340,000
(3,890,000) (3,900,000)
(75,000)
(3,410,000) (3,410,000)
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ILLUSTRATIVE REPORT ON SCHEDULE OF FEDERAL AWARDS1,3
Independent Auditor’s Report
The Board of Trustees 
Browning Version University
We have audited the financial statements of Browning Version University for the year ended June 30, 1992, and have 
issued our report thereon dated August 15, 1992.2 These financial statements are the responsibility of Browning 
Version University's management. Our responsibility is to express an opinion on these basic financial statements 
based on our audit.
We conducted our audit in accordance with generally accepted auditing standards and Government Auditing 
Standards issued by the Comptroller General of the United States. Those standards require that we plan and 
perform the audit to obtain reasonable assurance about whether the financial statements are free of material 
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in 
the basic financial statements. An audit also includes assessing the accounting principles used and significant 
estimates made by management, as well as evaluating the overall financial statement presentation. We believe that 
our audit provides a reasonable basis for our opinion.
Our audit was made for the purpose of forming an opinion on the basic financial statements of Browning Version 
University taken as a whole. The accompanying Schedule of Federal Awards is presented for purposes of additional 
analysis and is not a required part of the basic financial statements. The information in that Schedule has been 
subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is 
fairly presented in all material respects in relation to the basic financial statements taken as a whole.
[Signature]
[Date]
Notes:
1 This report is intended to be issued when the auditor's report on the basic financial statements is issued separately. However, the auditor may 
consider combining the report on the basic financial statements with this report (See exhibit D-2 in SOP 92-9).
2 Describe any departure from the standard report.
3 This report is for illustrative purposes only and is not intended to supplement the illustrative auditor's report on the basic financial statements.
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ILLUSTRATIVE SCHEDULE OF FEDERAL AWARDS*†1
Browning Version University 
Schedule of Federal Awards 
For the Year Ended June 30, 1992
Federal Grantor/Pass-through 
Grantor/Program Title
MAJOR PROGRAMS
Research and Development:
U.S. Dept. of Health and Human Services:
Human Genome Research 
General Clinical Research 
Biomedical Research Support 
Other National Institutes of Health 
Health Resources and
Services Administration 
Subtotal
U.S. National Foundation on the Arts 
and Humanities,
National Endowment for the Humanities 
U.S. Agency for International Development
Total Research and Development
Student Financial Assistance:
U.S. Dept. of Health and Human Services
Nursing Student Loan (Note A)
U.S. Dept. of Education
Guaranteed Student Loans (Note B)
Pell Grants
Total Student Financial Assistance
OTHER MAJOR PROGRAMS
U.S. Dept. of Agriculture:
Cooperative Extension Service
Total Major Programs
NONMAJOR PROGRAMS
Other Federal Assistance:
U.S. National Foundation on the Arts
and Humanities
Institute of Museum Services
National Endowment for the Arts
Irish Harp Festival 
Art Festival
Subtotal
Pass-through State Dept. of Health 
U.S. Dept. of Agriculture Commodities
(Note C)
Total Other Federal Assistance 
Total Federal Assistance
Agency or
Federal CFDA Number ‡ Pass-through Number Federal Expenditures
93.172
93.333
93.337
93.364
84.032
84.063
10.500
10.550 587G3
$ 400,528 
863,561 
450,218 
780,745
477,203
2,972,255
56,186
80,037
3,108,478
1,000
0
3,006,655
3,007,655
3,835,136
9,951,269
10,500
5,100
11,900
27,500
968
28,468
$9,979,737
* Cost sharing, matching, and grant-related revenue could also be added as a separate column to this schedule.
† The Bureau of Census, Single Audit Clearinghouse, plans to use the Schedule to compile federal assistance by the CFDA number.
‡ CFDA numbers may not be available for all programs (for example, National Endowment for the Humanities and U.S. Agency for
National Development).
Notes:
1 This schedule is for illustrative purposes only and is not intended to supplement the illustrative financial statement of Sample University.
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Note A: The university administers the following federal loan program:
Outstanding Balance
________ CFDA Number________ _______ at June 30, 1992_______
Nursing Student Loan Program 93.364 $218,629
Total loan expenditures and disbursements of the Department of Health and Human Services student 
financial assistance program for the fiscal year are identified below:
________ CFDA Number________ ________ Disbursements________
Nursing Student Loan Program 93.364 $118,629
The above expenditures for the Nursing Student Loan Program include disbursements and expenditures 
such as loans to students and administrative expenditures. The Schedule only includes administrative 
costs of the loan program.
Note B: During the fiscal year ending June 30, 1992, the University processed the following amount of new loans 
under the Guaranteed Student Loan Program (which includes Stafford Loans, Parents' Loans for Under­
graduate Students, and Supplemental Loans for Students):
Amount
________ CFDA Number________ __________ Authorized___________
Guaranteed Student Loans 84.032 $40,036,285
Note C: Nonmonetary assistance is reported in the Schedule based on the amount disbursed or received. As of 
June 30, 1992, the University had the following nonmonetary inventory:
Food Commodities $20,000
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TECHNICAL HOTLINE
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